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(2) The par value of outstanding preferred
stock;

(3) Paid-in capital;

(4) Retained earnings; and

(5) Reserve for loan and guarantee losses.

b. Inclusion of the reserve account in regu-
latory capital is an important difference
compared to minimum capital as defined by
the statute. Therefore, the calculation of re-
serves in the stress test is also important be-
cause reserves are reduced by loan and guar-
antee losses. The reserve account is linked to
the income statement through the provision
for loan-loss expense (provision). Provision
expense reflects the amount of current in-
come necessary to rebuild the reserve ac-
count to acceptable levels after loan losses
reduce the account or as a result of increases
in the level of risky mortgage positions, both
on- and off-balance sheet. Provision rever-
sals represent reductions in the reserve lev-
els due to reduced risk of loan losses or loan
volume of risky mortgage positions. The li-
abilities section of the “Balance Sheets”
worksheet also includes separate line items
to disaggregate the Guarantee and commit-
ment obligation related to the Financial Ac-
counting Standards Board Interpretation No.
45 (FIN 45) Guarantor’s Accounting and Dis-
closure Requirements for Guarantees, In-
cluding Indirect Guarantees of Indebtedness
of Others. This item is disaggregated to per-
mit accurate calculation of regulatory cap-
ital post-adoption of FIN 45. When calcu-
lating the stress test, the reserve is main-
tained at zero to result in a risk-based cap-
ital requirement that includes reserves,
thereby making the requirement comparable
to the statutory definition of regulatory cap-
ital. By setting the reserve requirement to
zero, the capital position includes all finan-
cial resources Farmer Mac has at its disposal
to withstand risk.

5.1 Method of Calculation

a. Risk-based capital is calculated in the
stress test as the minimum initial capital
that would permit Farmer Mac to remain
solvent for the ensuing 10 years. To this
amount, an additional 30 percent is added to
account for managerial and operational risks
not reflected in the specific components of
the stress test.

b. The relationship between the solvency
constraint (i.e., future capital position not
less than zero) and the risk-based capital re-
quirement reflects the appropriate earnings
and funding cost rates that may vary
through time based on initial conditions.
Therefore, the minimum capital at a future
point in time cannot be directly used to de-
termine the risk-based capital requirement.
To calculate the risk-based capital require-
ment, the stress test includes a section to
solve for the minimum initial capital value
that results in a minimum capital level over
the 10 years of zero at the point in time that
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it would actually occur. In solving for initial
capital, it is assumed that reductions or ad-
ditions to the initial capital accounts are
made in the retained earnings accounts, and
balanced in the debt accounts at terms pro-
portionate to initial balances (same relative
proportion of long- and short-term debt at
existing initial rates). Because the initial
capital position affects the earnings, and
hence capital positions and appropriate dis-
count rates through time, the initial and fu-
ture capital are simultaneously determined
and must be solved iteratively. The resulting
minimum initial capital from the stress test
is then reported on the “Capital” worksheet
of the stress test. The “Capital” worksheet
includes an element that uses Excel’s “solv-
er” or “goal seek” capability to calculate the
minimum initial capital that, when added
(subtracted) from initial capital and replaced
with debt, results in a minimum capital bal-
ance over the following 10 years of zero.

[71 FR 77253, Dec. 26, 2006, as amended at 73
FR 31940, June 5, 2008]
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AUTHORITY: Sec. 8.11 of the Farm Credit
Act (12 U.S.C. 2279aa-11).

Subpart A—Annual Report of Con-
dition of the Federal Agricul-
tural Mortgage Corporation

§655.1 Content, timing, and providing
of the Federal Agricultural Mort-
gage Corporation’s annual report of
condition.

(a) The Federal Agricultural Mort-
gage Corporation shall prepare and
publish an annual report of its condi-
tion that is equivalent in content to
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the annual report to shareholders re-
quired by section 14 of the Securities
and Exchange Act of 1934.

(b) The Corporation shall provide the
annual report of condition to its share-
holders within 120 days of its fiscal
year-end.

(c) Upon receiving a request for an
annual report of condition, the Cor-
poration shall promptly provide the re-
quester the most recent annual report
described in this section.

(d) The Corporation shall provide
copies of the annual report of condition
to the Farm Credit Administration’s
Office of Secondary Market Oversight
within 120 days of its fiscal year-end. If
providing paper copies, send three cop-
ies to Office of Secondary Market Over-
sight, Farm Credit Administration,
1501 Farm Credit Drive, McLean, VA
22102-5090. If providing electronic cop-
ies, send according to our instructions
to you.

[68 FR 48791, Sept. 20, 1993. Redesignated at
62 FR 15093, Mar. 31, 1997, as amended at 67
FR 16634, Apr. 8, 2002. Redesignated at 70 FR
40643, July 14, 2005]

Subpart B—Reports Relating to Se-
curities Activities of the Fed-
eral Agricultural Mortgage
Corporation

§655.50 Form and content.

(a) The Federal Agricultural Mort-
gage Corporation (Corporation) shall
provide the Office of Secondary Market
Oversight with three copies of any fil-
ings made with the SEC pursuant to
the Securities Act of 1933 or the Securi-
ties and Exchange Act of 1934. Such
copies shall be filed with the FCA no
later than 1 business day after any SEC
filing.

(b) The Corporation shall make the
following filings with the Office of Sec-
ondary Market Oversight for securities
either issued or guaranteed by the Cor-
poration that are not registered under
the Securities Act of 1933.

(1) Three copies of any offering cir-
cular, private placement memorandum,

§655.50

or information statement prepared in
connection with the securities offering
shall be filed with the Office of Sec-
ondary Market Oversight at or before
the time of the securities offering.

(2) For securities backed by qualified
loans as defined in section 8.0(9)(A) of
the Act, the Corporation shall file one
copy of the following within 1 business
day of the finalization of the trans-
action:

(i) The private placement memo-
randa for securities sold to investors;
and

(ii) The pooling and servicing agree-
ment when the security is purchased
by the Corporation as authorized by
section 8.6(g) of the Act.

(3) For securities backed by qualified
loans as defined in section 8.0(9)(B) of
the Act, the Corporation shall provide
summary information on such securi-
ties issued during each calendar quar-
ter in the form prescribed by the Office
of Secondary Market Oversight. Such
summary information shall be provided
with each report of condition and per-
formance filed pursuant to §621.12, and
at such other times as the Office of
Secondary Market Oversight may re-
quire.

(c) The Corporation shall file with
the Office of Secondary Market Over-
sight copies of all substantive cor-
respondence between the Corporation
and the Securities and Exchange Com-
mission and the Department of the
Treasury relating to securities activi-
ties or regulatory compliance. Such
correspondence must be filed no later
than the date of filing of the report of
condition and performance for the cal-
endar quarter in which the correspond-
ence was received or sent.

(d) The Corporation shall promptly
notify the Office of Secondary Market
Oversight if it becomes exempt or
claims exemption from the filing re-
quirements of the Securities and Ex-
change Act of 1934.

[68 FR 48786, Sept. 20, 1993. Redesignated at
70 FR 40643, July 14, 2005.Amended at 71 FR
77262, Dec. 26, 2006]
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